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CORPORATION 






Percentages indicate 
February 1, 1947, ownership 
by The Aviation Corporation 


CROSLEY DIVISION - CINCINNATI, OHIO; RICHMOND, INDIANA 
NEW IDEA DIVISION - COLDWATER, OHIO; SANDWICH, ILLINOIS 
AMERICAN CENTRAL DIVISION - CONNERSVILLE, INDIANA 
LYCOMING DIVISION - WILLIAMSPORT, PENNSYLVANIA 
SPENCER HEATER DIVISION - WILLIAMSPORT, PENNSYLVANIA 
REPURLIC AIRCRAFT PRODUCTS DIVISION - DETROIT, MICHIGAN 
HORTON MANUFACTURING DIVISION - CIRCLEVILLE, OHIO 
AVCO TOOL AND MACHINE DIVISION - TOLEDO, OHIO 






CROSLEY BROADCASTING CORPORATION - CINCINNATI, OHIO 

(Radio Stations WLW, Cincinnati, Ohio; and WINS, New York, New \ork) 

Crosley Distributing Corporation — New York, N. Y. 

Carrollton Furniture Manufacturing Co. — Carrollton, Kentucky 


CONSOLIDATED VIJLTEE AIRCRAFT CORPORATION (26.1% of common stock) 

ACF-Biull Motors Company (48% owned by Consolidated Vultee Aircraft Corp.; 

.66% owned by The Aviation Corporation) 

Hall-Scott Motor Car Company (wholly owned subsidiary of ACF-Brill Motors Co.) 

NEW YORK SHIPBUILDING CORPORATION (5,9.6^ of founders stock, and .12% of 
participating stock, equivalent to 21% of total equity stock) 


. Pni+ej/j/ten/d 

AMERICAN AIRLINES, INC. (4% of common stock) 

PAN AMERICAN AIRWAYS CORPORATION (6% of common stock) 
ROOSEVELT FIELD INC. (20% of common stock) 

FROZEN FOOD PRODUCTS, INC. (40% of common stock) 
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ANNUAL REPORT FOR THE FISCAL YEAR ENDED NOVEMBER 30, 1946 


The Aviation Corporation 


To the Stockholders of 
The Aviation Corporation: 

During the fiscal year of 1946 The Aviation 
Corporation completed the difficult transition 
from war to peace with its attendant labor 
difficulties and material shortages. Before the 
end of the year the Corporation had begun 
volume production of a wide variety of con¬ 
sumer goods and industrial products, such 
as radios, refrigerators, kitchen sinks and 
cabinets, farm implements, aircraft engines, 
boilers and heaters. 

Through acquisition of the assets of three 
former associated companies in November, 
1946, the Corporation was able to simplify its 
corporate structure and as a result expects to 
increase operating efficiency. This welding of 
the companies has resulted in a rounded-out 
operating organization capable of carrying 
forward the Corporation’s long-range diversi¬ 
fied manufacturing program. 

The associated companies whose assets were 
acquired by the parent Corporation were The 
Crosley Corporation, American Central Manu¬ 
facturing Corporation and New Idea, Inc. 
Although all of these companies now operate 
as manufacturing divisions of The Aviation 
Corporation, each division retains its former 
identity in the marketing of its products. 

Importance of radio broadcasting activi¬ 
ties, including new operations in the fields of 
frequency modulation and television, has re¬ 
quired the establishment of a separate oper¬ 
ating organization, Crosley Broadcasting 
Corporation, a wholly-owned subsidiary. This 
subsidiary, during the 1946 fiscal year, ac¬ 
quired Radio Station WINS in New York City 
and inaugurated in Cincinnati its first FM 


station. Crosley Broadcasting Corporation con¬ 
tinues to operate Radio Station WLW, The 
Nation’s Station, in Cincinnati, and its sub¬ 
sidiary, WLW Promotions, Inc. The Company’s 
first television station is operating experimen¬ 
tally in Cincinnati. In addition, the Company 
has an option to purchase controlling interest 
in Radio Station KSTP in the St. Paul, Minne¬ 
apolis area, subject to certain contingencies 
and to approval of the Federal Communica¬ 
tions Commission. 

Among the associated companies, Consoli¬ 
dated Vultee Aircraft Corporation successfully 
flight-tested the world’s largest heavy bom¬ 
bardment aircraft, reached volume production 
of four-place personal aircraft and completed 
a major portion of the tooling for manufacture 
of a new twin-engine commercial transport, 
the Convair-240. ACF-Brill Motors Company, 
a subsidiary of Convair, is producing sizable 
quantities of city and inter-city transit buses 
and trolley coaches. New York Shipbuilding 
Corporation is continuing to operate on a 
profitable basis despite sharp cutbacks in ship 
construction since the ending of the war. 

Notable is the fact that during the past year 
three products of Consolidated Vultee Aircraft 
Corporation and one of the Lycoming Division 
were selected among the outstanding achieve¬ 
ments in combat aviation. These were the 
XB-36, world’s largest heavy bombardment 
aircraft; L-13, liaison and ambulance plane; 
XP-81, a combination gas turbine and jet- 
propelled fighter; and the XR-7755, world’s 
largest reciprocating aircraft engine of 5,000 
horsepower. 











Sales and Earnings 


Conversion of the various divisions and asso¬ 
ciated companies of the Corporation from war 
to peacetime production has presented many 
difficult problems. Labor disturbances, short¬ 
ages of materials and equipment, and con¬ 
tinued wartime controls seriously delayed 
reconversion plans. Despite these obstacles, 
the process of reconversion was completed 
during the 1946 fiscal year and the Corpora¬ 
tion has entered the current year well pre¬ 
pared for volume production. 

Consolidated net earnings of the Corpora¬ 
tion for the fiscal year ended November 30, 
1946, including extraordinary profits on sale 
of securities, amounted to $14,235,339, equal 
after preferred dividends to $2.06 per share on 
the Common Stock. Net earnings include non¬ 
recurring profits of $12,721,245, after taxes, on 
sale of 211,000 shares of American Airlines, 


Inc., and $1,550,000 representing estimate 
of tax credit resulting from carry-back pro¬ 
visions of the Internal Revenue Code. 

Consolidated net sales of the Corporation in 
the fiscal year ended November 30, 1946, 
amounted to $52,781,267. 

Consolidated net earnings and sales of the 
Corporation for the 1946 fiscal year include 
operating results of the three former associ¬ 
ated companies,. New Idea, Inc., American 
Central Manufacturing Corporation, and The 
Crosley Corporation, including its subsid¬ 
iaries, and of American Propeller Corporation, 
which now operates as a division of Avco. 

Comparable figures for 1945 are not avail¬ 
able since operating results of Crosley, New 
Idea and American Central were not included 
in consolidated net earnings and sales for that 
year. 


Corporate Developments 


At the time of the acquisition of the assets and 
businesses of the three associated companies, 
The Crosley Corporation, New Idea, Inc., and 
American Central Manufacturing Corpora¬ 
tion in November, 1946, the Corporation 
owned approximately 90 per cent of the out¬ 
standing capital stock of both Crosley and 
New Idea, and approximately 61 per cent of 
American Central. Minority stockholders of 
the three companies were offered shares of 
common stock of The Aviation Corporation 
in the ratio of 4 shares for each share of Crosley, 
3/2 shares for each share of New Idea, and 2/8 
shares for each share of American Central. 

Prior to effecting this acquisition, the serv¬ 
ices of independent experts, such as tax and 
legal counsel, consulting engineers and invest¬ 
ment bankers, were obtained in order to evalu¬ 
ate properly the fairness and soundness of the 
transaction. 


The total purchase price of these companies 
exceeded the book value of their tangible 
assets by approximately $14,000,000. Although 
this difference representing primarily intangi¬ 
ble assets of a permanent nature is fully sub¬ 
stantiated in our opinion by present values, it 
has been charged off to earned surplus in 
accordance with conservative accounting and 
financial practice. In the opinion of the man¬ 
agement, the value of the Corporation s prop¬ 
erty, plant and equipment is carried conserva¬ 
tively in the balance sheet and does not reflect 
present replacement or realizable value. 

As a result of the acquisition of all of the 
assets of Crosley, New Idea and American 
Central, the tangible assets back of the Cor¬ 
poration’s Preferred Stock were substantially 
increased. Net tangible assets at November 
30, 1946, amounted to approximately 
$55,200,000, equivalent to a coverage of $206 









for each share of Preferred Stock with a stated 
value of $50 per share. 

To date 6,700 shares of Preferred Stock 
have been purchased for sinking fund pur¬ 
poses at an average price of $45.27 per share, 
thus fulfilling the $300,000 sinking fund re¬ 
quirement for the 1946 fiscal year. In addition, 
28,913 shares of Preferred Stock have been 


converted into Common Stock, leaving 264,38 1 
shares of Preferred Stock outstanding, after 
deducting the 6,700 shares held in the treasury. 

As explained in the Proxy Statement, a pro¬ 
posal to extend the term of stock options 
granted to certain officers and supervisory 
executives will be submitted to the stock¬ 
holders at the Annual Meeting. 


Dividends 


Regular quarterly dividends of 56/4 cents a 
share have been paid to the holders of the 
Corporation’s new $2.25 cumulative converti¬ 
ble preferred stock since payment of the initial 
dividend on February 1, 1946. 

Common stock dividends totaling 20 cents 


a share were paid by The Aviation Corpora¬ 
tion with respect to the 1946 fiscal year. This 
amount represents two dividends, each of 10 
cents a share, on May 27 and December 20, 
1946. Dividends with respect to the 1945 fiscal 
year also were paid at a rate of 20 cents a share. 


Investments 


In January, 1946, the Corporation acquired 
a 40 per cent interest in Frozen Food Products, 
Inc. This organization is distributing “Frost- 
master” frozen food storage units which 
it designed and developed. Production of 
the units has been contracted to the Nash¬ 
ville Division of Consolidated Vultee. Of 
this production, a substantial part will be 
marketed by Frozen Food Products, Inc., 
although a portion will be sold through 


other sources, including the Crosley Division. 

The Corporation has increased its invest¬ 
ment in New York Shipbuilding Corporation, 
an associated company, by the purchase of 600 
shares of Founders stock and 400 shares of 
Participating stock. The Corporation also pur¬ 
chased 6,275 shares of the common stock of 
ACF-Brill Motors Company, an associated 
company of Consolidated Vultee Aircraft 
Corporation. 


Plant Facilities 


The manufacturing facilities of the Corpora¬ 
tion were improved extensively during the 
1946 fiscal year. Plant facilities and equipment 
have been modernized and expanded where 
necessary in an effort to attain the highest 
level of production efficiency. 

Among noteworthy additions to plant facili¬ 
ties during the year was the completion of a 
fully integrated refrigerator plant at Rich¬ 
mond, Indiana. This plant, one of the most 


modem in the industry, is turning out refriger¬ 
ators by straight line production methods. 
Total floor space has been increased 135,000 
square feet to a total of 375,000. 

In order to assure a supply of wood cabinets 
for console radios, the Crosley Division pur¬ 
chased the assets and business of a furniture 
manufacturing company. 

New Idea Division has completed at Cold- 
water, Ohio, a new building of 44,000 square 











feet of floor space, increasing total plant area 
by approximately 10 per cent. In addition, 
it is modernizing the equipment and expand¬ 
ing the capacity of its existing Coldwater plant. 

A modern plant building of 30,000 square 
feet at Circleville, Ohio, has been purchased 
for the manufacture of automatic garage 
door openers by the Horton Manufacturing 
Division. 

American Central Division has added some 
new press equipment and improved certain of 


its plant facilities. Spencer Heater Division’s 
foundry, when completed, will be one of the 
most efficient and up-to-date in the country. 
Avco Tool and Machine Division has added 
substantial quantities of new machinery. 

These are typical examples of the moderni¬ 
zation and expansion program which is being 
carried on throughout the Corporation and its 
associated companies, more complete details 
of which are listed in other sections of this 
report. 


Conclusion 




The problems of peace confronting the Amer¬ 
ican economy in the post-war world are 
proving as trying as those of the war itself. 
Rising costs and shortages of material, sup¬ 
plies, machinery and component parts have 
seriously handicapped operations of our plants 
during the past year. This condition has re¬ 
sulted in part from labor troubles in basic 
industries such as steel and coal. In addition, 
some of our own plants and many of those of 
our suppliers were shut down for extended 
periods due to labor difficulties. 

The widespread wave of strikes last year 
had its counterpart in similar troubles follow¬ 
ing the first World War. This time, however, 
the threat to our economic well-being is far 
more serious, with many more industrially em¬ 
ployed persons involved and greater economic 
problems in this country and abroad. 

If the American economy is to remain free 
from excessive governmental control, a better 
understanding of the problems confronting 
industry, labor and agriculture must be 
brought about. Any democracy embraces 
groups which look after their own special in¬ 
terests. There come times, however, in every 
nation s history when it becomes imperative 
for each segment of the economy to make an 
honest effort to understand the problems of the 
others. Today we are in that kind of period. 

The vast destruction and economic disloca¬ 


tion caused by the most devastating war in his¬ 
tory make it imperative that during the years 
of reconstruction selfish interests should be 
subordinated to the national interest. 

Industry is increasingly recognizing the 
natural aspirations of labor for a high standard 
of living and good working conditions. There 
are signs, too, that labor is recognizing that it 
cannot prosper unless industry prospers; that 
high wages and high living standards can only 
be maintained through increased production 
with constantly lower costs resulting in lower 
prices. Too often labor has failed to realize that 
the great majority of the American people are 
the real owners of American industry, either 
directly or indirectly, through the assets of 
banks, insurance companies and similar 
institutions which represent the peoples’ 
savings. 

Finally, both industry and labor need to 
recognize more than they have in the past that 
neither group can prosper for long unless the 
people who live on our six million farms and in 
the rural communities are also prosperous. All 
three of these great segments of our economy 
— industry, labor and agriculture — are inter¬ 
dependent. Therefore, it is necessary that each 
of them develop a better understanding of the 
other in order that we may achieve complete 
realization of our vast economic strength. 

Today, most of the elements are present for 










an extended period of industrial activity and 
large employment. Tremendous shortages of 
many kinds of goods, equipment and construc¬ 
tion exist in this country and throughout the 
world. These are peacetime needs, however, 
and the same pressures for goods at any price 
that prevailed during the war do not exist now. 
Another spiral of mounting costs would be a 
serious threat to continued high industrial 
activity. One of the complex problems facing 
industry today is to find ways of ironing out 
the extreme peaks and valleys of production 
and employment. Every manufacturer should 
exert his best efforts to this end. 

Not only is our country confronted with 
grave problems internally, but 18 months after 
the last shot was fired in World War II, the 
world still is not officially at peace. Progress 
has been made by the United Nations, but no 
effective system of international security has 
yet been developed. Until this is done 
America must maintain an adequate national 
defense. The failure to recognize this fact 
could prove disastrous to our country’s future. 

In the closing phases of the recent war we 
have had a preview of the possible weapons 
of the next. The robot bomb, the German 
rocket bomb, and our own atomic bomb 
are forerunners of tremendously destructive 
guided missiles capable of spanning ocean 
barriers in a matter of hours or even minutes. 


420 Lexington Ave. 
New York 17, N. Y. 

February 1, 1947. 


Any future war promises to be of unparal¬ 
leled destruction. The industrial power of the 
United States, which turned the tide in two 
world conflicts, may be the first target of an 
ambitious aggressor. There will be no time, 
as in the past, for preparation once the con¬ 
flict has begun. 

Guided missiles and aircraft capable of 
supersonic speeds, the probable striking weap¬ 
ons of any future conflict, already are in de¬ 
velopment. The speed with which they are 
brought into being will be determined almost 
wholly by the amount of money and talent 
devoted to research and development. 

The nation cannot afford to shirk this task. 
Even though every effort should be made to 
balance the national budget, such reductions 
in expenditures cannot be allowed to affect the 
vital needs of our national defense. Expendi¬ 
tures for research and development must be 
maintained on a scale sufficient to assure our 
continuing freedom and security until world 
peace is attained. 

It must be recognized, however, that results 
in 1947 will be affected by many economic 
factors over which the Corporation has no 
control. In a troubled world and an unsettled 
economy, your officers and directors will do 
their best to keep the Corporation prosperous, 
competitive and in the van of industrial de¬ 
velopments and research. 

By Order of the Board of Directors, 

Victor Emanuel, Chairman 

Irving B. Babcock, President 


(Copies of the separately printed annual reports of New York Shipbuilding Corporation, Con¬ 
solidated Vultee Aircraft Corporation, and its subsidiary, ACF-Brill Motors Company, may be 
had upon request to The Aviation Corporation, 420 Lexington Ave., New York 17, New York.) 











Console air reception test , and final inspection booths. 



These workers are packing Crosleys /table models. 


This table model typifies new , modern design. 


Conveyors move this console assembly line. 
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CROSLEY DIVISION 


Reconversion of the Cincinnati, Ohio, 
and Richmond, Indiana, plants of the 
Crosley Division lias progressed to the 
point where no substantial changes 
will be required in the near future. 
Sales volume has increased steadily 
throughout the 1946 fiscal year, and 
in December, 1946, reached the high¬ 
est point in its peacetime history. 

During the past year modification of both plants 
has been undertaken in order to provide efficient 
manufacturing facilities for peacetime products. 
Approximately 135,000 additional square feet of 
manufacturing area was added to the Richmond 
plant, making the total about 375,000 square feet 
of floor space. 

The Richmond plant, now one of the most mod¬ 
ern in the United States, produces the well-known 
Crosley Shelvador refrigerators. 

The Cincinnati plant manufactures a complete 
line of home radio receivers, ranging from small 
table models and portable sets to large console 
radio-phonographs, including frequency modula¬ 
tion receivers. 

As part of a program to assure its supply of 
wood console radio cabinets, the Division has 
acquired the assets of a furniture manufacturing 
company. Production there is expected to be in¬ 
creased materially as a result of an expansion pro¬ 
gram now under way. 

At Consolidated Vultee’s Nashville, Tennessee 
plant, where gas and electric ranges and frozen 
food storage units are being manufactured for the 
Division, production facilities have been substan¬ 
tially completed. Within the limits of obtainable 
materials, this plant will be in complete operation 
by the end of the first quarter of 1947. 

The Crosley dealer and distributor organization 
has been strengthened during the past year. 
There are now 105 distributors serving approxi¬ 
mately 15,000 retailers throughout the United 
States. The Division’s operating and distributing 
branch in New \ r ork City has completed a success¬ 
ful year, approximately 10 per cent of total Crosley 


production being placed in the New York metro¬ 
politan area. In addition, a substantial portion of 
current production is being allocated to distribu¬ 
tors in foreign countries. 

Quality of Crosley products has been main¬ 
tained despite outside handicaps, and the record 
of consumer acceptance has been unusually good. 
Well into the first quarter of 1947, no resistance 
to sale of the full output of the Division had been 
encountered, and commitments by distributors for 
the Divisions products remained at a level sub¬ 
stantially in excess of current production. 

Labor disturbances and shortages of basic mate¬ 
rials in suppliers’ operations have contributed to 
a limitation of production. The Division has con¬ 
siderably more production capacity than has been 
utilized; however, products are in development 
which should increase its sales volume and thus 
utilize its complete facilities. Barring a restriction 
in overall demand, the Division hopes to increase 
its volume in the 1947 fiscal year substantially 
over that of the 1946 fiscal year. 

Crosley engineering ami research is well-organ¬ 
ized and manned by capable personnel. The Divi¬ 
sion devotes considerable time and effort to these 
activities, and in certain areas feels that it is 
substantially ahead of its competitors. 



This new television receiver will he introduced in 1947. 


































International short wave control stations at Bethany, Ohio. 


Signal for program to go on air is given from control booth. 


WLW’s newsroom serves listeners in 2,700,000 radio homes. 


Antenna of WLW, The Nations Station, towers 800 feet in air. 


Thousands of visitors see as well as hear WLW’s programs. 
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CROSLEY BROADCASTING CORPORATION 


The 1946 fiscal year for this wholly- 
owned subsidiary of Avco has been 
marked by the acquisition of new 
broadcasting properties, operation of 
the Corporation’s first frequency 
modulation transmitter, and receipt 
of television permits for stations in 
Cincinnati and Columbus, Ohio. 

In July, 1946, Crosley Broadcasting Corporation 
acquired, with Federal Communications Com¬ 
mission approval, Radio Station WINS in New 
York City for $1,700,000. This station operates on 
1010 kilocycles with a power of 10,000 watts, and 
holds a construction permit for 50,000 watts. An 
initial operating step was the installation of a 
permanent line between the two stations in order 
to effect interchange of programs between WLW 
and WINS. Both stations receive direct news serv¬ 
ice from Washington through a connecting tie 
line. 

The Corporation has an option to purchase con¬ 
trolling interest in Radio Station KSTP in St. 
Paul, one of the two principal stations in that area. 
Completion of this purchase is subject to certain 
contingencies and to approval of the Federal 
Communications Commission. Addition of this 
station to WLW and WINS would permit further 
interchange and diversification of radio program¬ 
ming. 

In November the Corporation began operation 
of WLWA, its first FM station, from temporary 
headquarters in downtown Cincinnati. Construc¬ 
tion of a permanent FN1 and television transmitter 
building and tower was begun after the close of 
the fiscal year. 

During November the Division was awarded 
television permits for WLWT in Cincinnati and 
WLWC in Columbus. 

Recorded programs of WLW, WINS and other 
broadcasting properties are distributed through¬ 
out the country under a program initiated in May. 
The first transcribed series was initially subscribed 


to by 26 Southern stations, and is now heard over 
106 stations in all parts of the nation. 

Among the public service functions of the Cor¬ 
poration during the year were two which received 
international recognition. Three typical represent¬ 
atives of WLW’s public were sent to Europe dur¬ 
ing the Summer to survey and report direct to 
their neighbors facts regarding the need for fam¬ 
ine relief overseas. In addition, a contest was con¬ 
ducted among listeners to determine how WLW 
can best contribute to the interest in, and under¬ 
standing of, the United Nations. 

Operation of five international short wave sta¬ 
tions has been continued under contract with the 
State Department. 

Importance of the 50,000-watt, clear-channel 
WLW, the Nation s Station, in the surrounding 
four-state area was again demonstrated by results 
of an outside survey of listening habits. Of the 
2,700,000 radio homes in the WLW area, 17 out 
of 20 are WLW listeners. The excellent reputation 
of this radio station has been further enhanced by 
awards from the National Symphony Orchestra 
League for promoting and encouraging good 
music; the Cincinnati Fire Underwriters* Associa¬ 
tion for aid in fire prevention; and Variety Maga¬ 
zine for highest quality agricultural programs. 



This display exhibits WLW photos , public service awards. 
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Two-row corn pickers speed harvesting operations. 


The New Idea side-delivery rake has rigid frame and yielding reel. 


This modern hay loader shortens the exposure to rain and weather. 


This versatile mower can he hitched to any tractor. 
At right is the New Idea all purpose farm wagon. 



















NEW IDEA DIVISION 


The New Idea Division has completed 
a $750,000 expansion and moderniza¬ 
tion program which is expected to 
result in substantial increases in 
production and sales volume. In addi¬ 
tion, the manufacture of all principal 
products is being converted from a 
seasonal to a year-round assembly 
line basis, thus permitting greater 
operating efficiency. 

During the 1946 fiscal year this Division was 
seriously crippled by prolonged labor difficulties 
which closed both the Coldwater, Ohio, and Sand¬ 
wich, Ill., plants, a condition which prevailed 
to a considerable extent in the farm equipment 
industry. Operations also were adversely affected 
by inadequate ceiling prices under regulations of 
the Office of Price Administration. 

Barring further labor disturbances and material 
shortages, this Division expects 1947 production 
to attain levels 40 to 50 per cent greater than any 
previous year. Improved manufacturing methods 
and additional plant equipment will help to in¬ 
crease output of farm equipment for which there 
is a tremendous backlog. 

A new building erected at the Coldwater plant 
will be used primarily for manufacture of a power 
take-off mower, which will be introduced to the 
farm market for the first time in 1947. Other major 
products include one and two-row corn pickers, 
manure spreaders, side-delivery hay rakes, hay 
loaders and all-steel farm wagons. The Division 
also manufactures grain and baled-hay elevators. 


corn-husker shredders, hand corn-shellers and 
transplanters. 

The Engineering Department has been consid¬ 
erably expanded and increased attention is being 
given to the development of new products. 

Distribution of this Division’s products is 
effected primarily through its 11 branch offices, 
one of which was added during the 1946 fiscal 
year. These offices, together with 8 selected dis¬ 
tributors, service approximately 3,000 dealers. 

New Idea farm implements have established 
among farmers a nation-wide reputation for 
quality, efficiency and durability. With farmers in 
an excellent cash position as a result of high war¬ 
time earnings, and with Government support 
promised for farm prices, the Division anticipates 
a substantial demand for its products for some 
time to come. 



New Idea spreaders conserve soil and maintain fertility. 












Above: XB-36, world’s largest heavy bombardment aircraft. 



Above: L-13, versatile all-metal liaison and ambulance plane. 



Below: Convair-240, twin-engine transport, assembly line. 


Below: XB-46, new four-engine jet bomber of advanced design. 




The XC-99 transport will carry 400 troops. 






























CONSOLIDATED VULTEE 
AIRCRAFT CORPORATION 


Consolidated Vultee Aircraft Corpo¬ 
ration in 1946 flight-tested the world’s 
largest heavy bombardment aircraft, 
substantially completed tooling for 
mass production of a high-speed, twin- 
engine commercial transport, and 
reached volume output in manufac¬ 
ture of a four-place personal aircraft. 

Production by the Corporation of eight aircraft 
types in the military, commercial and personal 
fields is representative of its diversified engineer¬ 
ing talents, research facilities and manufacturing 
resources. This is reflected in growth of total em¬ 
ployment during the 1946 fiscal year from a low 
of 13,700 to 22,700, an increase of 65 per cent. 

The uncertain outlook for earnings in the air¬ 
craft manufacturing industry, however, is largely 
dependent upon continued military procurement, 
large equipment programs by domestic and 
foreign airlines, and consumer demand for per¬ 
sonal aircraft. 

Three types of aircraft developed by the 
Corporation were cited among the outstanding 
achievements in combat aviation during the year. 
These included the B-36 heavy bombardment 
aircraft, the L-13 liaison and ambulance plane 
and the XP-81 combination gas turbine and jet- 
propelled fighter. 

The Corporation continues to operate five man¬ 
ufacturing divisions, four of which are producing 
aircraft and related products, while the fifth is 
engaged in the manufacture of durable consumer 
goods. The Corporation holds more than 150 firm 
orders for deliveries of its 300-mile-an-hour Con- 
vair-240 to five domestic and two foreign airlines. 
Deliveries of the four-place Stinson Voyager 150 
continued at relatively high levels throughout the 
1946 fiscal year. 

In August, 1946, the initial test flight of the 
XB-36, worlds largest heavy bombardment air¬ 
craft, was completed. The Corporation holds a 


production contract from the Army Air Forces for 
a substantial number of these airplanes. A military 
transport version of this aircraft, the XC-99, is 
scheduled for test flight about mid-1947. A fur¬ 
ther modification of this design, designated the 
Convair-37, may be produced for commercial 
purposes. 

The Corporation also completed the first all- 
metal liaison and ambulance plane developed for 
military use. Designed to replace the Stinson L-5 
Flying Jeeps used extensively during the war, the 
L-13 is an aerial jack-of-all-trades which can be 
used for numerous purposes. This aircraft can take 



The four-place Stinson Voyager 150 cruises at 125 m.p.h. 


off in 230 feet, a distance equivalent to the wing 
span of the giant B-36 heavy bomber. 

Scheduled for a test flight early in 1947 is a four- 
engine jet bomber of advanced design, the XB-46. 
The Corporation is continuing extensive research 
and development projects, including work on 
guided missiles, pilotless aircraft and supersonic 
speeds. The Corporation's Nashville Division is 
producing durable consumer goods, consisting of 
gas and electric kitchen ranges, frozen food stor¬ 
age units and city transit equipment. 






















ACF-BRILL MOTORS COMPANY 


models at the Philadelphia plant, where total em¬ 



ployment averages 3,000. These include the large 
intercity parlor coach, the 36-passenger city and 
suburban bus, and the trackless trolley coach. 

More than 50 operators throughout the country 
received shipments of new vehicles during the 
past year. The intercity coach was the first postwar 
model to be placed in production, and approxi¬ 
mately 50 per cent of deliveries were in this model 
for high-speed, over-the-highway operations. City 
transit buses and trackless trolley coaches con¬ 
stituted the balance of shipments. In the latter 
field, ACF-Brill has constructed more than 40 per 
cent of all trackless trolleys in service today, as 
well as substantial quantities for export. 

Orders for new equipment total more than 
$70,000,000, representing a backlog of almost 
5,000 coaches of all three types. Of this amount, 
orders were received for more than 2,000 vehicles 
in 1946, which is more than twice the total produc¬ 
tion achieved during the year. 

Plant facilities at Philadelphia have been im¬ 
proved and enlarged. In addition, the Nashville 
Division of Consolidated Vultee Aircraft Corpo¬ 
ration will begin manufacture of a new and larger 
city bus during 1947 to supplement production by 
ACF-Brill. 

The Company also continues to engage in re¬ 
search and development projects designed to meet 
future needs of the bus transportation industry. 
Such activities are reflected in present develop- 

Left: The 36-passenger ACF-Brill city and suburban bus. 


Here Is a large fleet of new intercity parlor coaches ready 
for delivery from the ACF-Brill Plant in Philadelphia. 


During the 1946 fiscal year ACF-Brill 
Motors Company delivered the larg¬ 
est number of buses ever produced 
during a single year in the Philadel¬ 
phia plant. In addition, more than half 
the total number of trackless trolleys 
delivered in the United States in 1946 
came from the ACF-Brill factory. 

Despite this record production of 1,055 buses 
and trackless trolley coaches last year, the Com¬ 
pany expects to increase its total output to 
almost 3,000 units during the forthcoming year. 

However, the placing of new products into pro¬ 
duction and the difficulties in obtaining materials 
adversely affected the Company's earnings for 
the year. 

ACF-Brill, which is the second largest manufac¬ 
turer in the industry, currently is producing three 
































This is ACF-Brill's 44-passenger trackless trolley coach. 


ments, such as the world’s first air-conditioned city 
bus, an innovation still exclusive with ACF-Brill. 

Under a licensing agreement with Canadian Car 
and Foundry Company, Ltd., several hundred 


A 



llall-Scott marine engines power this new 52-foot cruiser. 


‘‘Canadian Car-Brill” buses and trolley coaches 
have been delivered during the past year. Several 
other countries have shown interest in similar 
arrangements. 


HALL-SCOTT MOTOR CAR COMPANY 


Present production of Ilall-Scott 
Motor Car Company, wholly-owned 
subsidiary of ACF-Brill located at 
Berkeley, California, is concentrated 
on the famous horizontal “underfloor 
gasoline motor coach engines which 
power Brill buses produced in the 
United States and Canada. 

Bus engines of two principal types, ranging 
from 150 to 275 horsepower, are used to power city 
and intercity transit buses. 

Hall-Scott also is producing large engines for 
use in heavy duty, high speed trucks. Known as 
the Series 400, this type of engine is the most 
powerful truck engine built and is designed to op¬ 
erate on gasoline, butane, propane, or natural gas. 

Production is continuing on the well-known 
marine engine models, the Invader and the V-12 


Defender, both of which were used extensively 
during the war. The company also produces 
special-purpose industrial engines for operations 
such as oil well drilling, pumping and generating 
electricity. 

The company, is carrying on an experimental 
and research program looking toward further im¬ 
provement of its products. 



Series 400 is most powerful truck engine. 
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Sink tops for American kitchens 
coming off final enamel line. A 
porcelain enameling plant re¬ 
cently installed is equipped with 
two continuous type furnaces. 


A refrigerator wrapper being formed on a tangent bender. 



































AMERICAN CENTRAL DIVISION 


The American Central Division has 
completed a broad program of recon¬ 
verting and improving plant facili¬ 
ties. This has enabled the Division to 
achieve a high level of efficient pro¬ 
duction and to retain its position as 
the country’s second largest producer 
of steel kitchen sinks and cabinets. 

During the early part of the year, while still 
producing prewar models of kitchen sinks and 
cabinets, tooling on a new line of these products 
was completed. The addition of the new line has 
brought even greater acceptance of the Division’s 
products. 

First large-scale deliveries of kitchen sinks and 
cabinets to American Centrals 80 distributors and 
5,000 dealers were commenced during the year. 
The dealer organization is considered one of the 
Division’s greatest assets. Some of the largest, 
most-experienced and well-known distributors 
and dealers in the nation are now handling the 
Division’s complete line. 


The Division has completed a contract to make 
a substantial number of kitchen sinks and cabinets 
for an outside manufacturer during the forthcom¬ 
ing year with a portion of the raw materials sup¬ 
plied by the purchaser. Additional press equip¬ 
ment has been ordered for installation during 
the year to meet the prospective demands for the 
Division’s products. 

This Division also continues large-scale manu¬ 
facture of a complete line of refrigerator cabinets 
for a private brand distributor. In addition, it is 
adapting its experience in producing bodies for 
the wartime Jeep to the manufacture of peace¬ 
time Jeep bodies. 

The manufacture of refrigerator cabinets and 
assembly of completed units now constitutes a 
substantial portion of the Division's total output. 
During the past year four models have been re¬ 
tooled and placed in mass production in the newly- 
completed refrigerator plant. These cabinets are 
of 7 and 9-foot interior capacity, and come in both 
standard and double temperature models. 

During the past year production schedules were 
severely disrupted by outside labor difficulties and 
material shortages, but prospects for 1947 appear 
encouraging, barring unforeseen developments. 


Knee and toe space , and finger-tip control of doors f drawers and faucets are outstanding features of this American kitchen. 





































The 5,000-horse power Lycoming XR-7755 engine is shown above on test stand. 







Lycoming 0-235,100 hp. 


Lycoming XR-680-10 , 320 hp. 


Lycoming 0-435, 190 hp. 


Lycoming SO-580, 350 hp. 


Lycoming GO-290,160 hp. 


















LYCOMING DIVISION 


The Lycoming Division completed 
reconversion of its wartime facilities 
and during 1946 reached volume 
production of the 100-horsepower, 
lightweight 0-235 engine for per¬ 
sonal aircraft. This engine has won 
high regard among personal aircraft 
owners. 

This Division also developed to a testing stage 
the 5,000-horsepower XR-7755, described by the 
Army Air Forces as the world’s most powerfid 
reciprocating aircraft engine. This engine, which 
has 36 cylinders in four banks of nine each, was 
developed specifically for powering long-range 
bombardment and transport aircraft. 

Also brought to the test stage during 1946 
was the 320-horsepower, 9-cylinder supercharged 
engine, R-680-10. It is being developed for the 
Navy’s new experimental trainer which is ex- 



Tlw 36-cylinder Lycoming XR-7755 engine is 
described by the Army Air Forces os world s 
most powerfid reciprocating aircraft engine. 



pected to replace former basic and primary type 
aircraft. 

Plant facilities were improved during the year 
by the completion of an experimental engine test 
laboratory capable of testing aircraft engines from 
100 to 7,200 horsepower. Five test stands and nine 
dynamometer rooms, including facilities for both 
liquid and air-cooled engines, are included in this 
research center. 

The reputation established during the war by 
the 190-horsepower, 6-cylinder 0-435 engine has 
resulted in substantial orders for this model prin¬ 
cipally from England, Sweden and the Nether¬ 
lands. 

Under development are several additional en¬ 
gines for various manufacturers, and the military 
services. The Division also 
is conducting basic 
research and development 
with engines of both 
contemporary and new design. 

The 350-horsepower, 8-cylinde 
supercharged SO-580 is a 
geared engine now being 
readied for delivery to the 
contractor. Two other geared 
engines, the GO-290 and GO-43o, will soon be 
ready for introduction to the commercial market. 
A 140-horsepower, 4-cylinder engine is now being 
installed in the prototype of a new liaison aircraft 
being developed for the Army Air Forces. 

Special work on the aeropulse-type design for 
the Navy continues to progress satisfactorily, but 
details remain restricted. 

The demand for this Division’s products is 
directly affected by sales of personal and military 
aircraft. At the present time, uncertain conditions 
prevail in these markets. 
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NEW YORK SHIPBUILDING CORPORATION 



latter figure is equivalent to the normal force 
employed during the more active years preceding 
World War II. Readjustments have been involved 
thereby in the Executive and Supervisory Staffs 
of the Corporation in order to maintain its com¬ 
petitive position in the industry. 

The large passenger ship building program orig¬ 
inally proposed by the United States Maritime 
Commission under building contracts in 1946 was 
suspended after the major shipbuilding yards had 
been subjected to* the heavy expense of preparing 
estimates and submitting bids. However, this 
work may be undertaken later inasmuch as there 
is an acute shortage of large passenger ships in all 
the principal transoceanic travel routes. This 
shortage is due to heavy losses of this type during 
the war coupled with the fact that merchant ship¬ 
building capacities during this period were con¬ 
centrated on freight and tanker tonnage. 

In addition, there have been so many far-reach¬ 
ing technical advances during the war period in 
the important components involved in shipbuild¬ 
ing that the industry appears to be on the threshold 
of a new period, bringing into service many new 
developments affecting future naval and mer¬ 
chant construction. Inevitably, this will result in 
requiring earlier replacement of existing tonnage 
than has been necessary in the past, particularly 
in naval work. 

This Corporation, by reason of its experience 
and facilities for undertaking new developments 
of design and construction, is in a favorable posi¬ 
tion to meet these conditions which are regarded 
as a challenge to greater efforts. 

Left: The U. S. S. Guam , battle cruiser built for the Navy. 
Below: Air view of New York Shipbuilding Corporation. 




During the 1946 fiscal year New York 
Shipbuilding Corporation completed 
and deliv ered four large naval vessels, 
consisting of two large cruisers and 
two aircraft carriers. In addition, mis¬ 
cellaneous machinery and fabricating 
contracts have been undertaken for 
other than shipbuilding account. 

Prospects for securing any considerable volume 
of this type of business, however, are handi¬ 
capped by the fact that shipyard wage rates are 
the highest in the heavy goods industry. 

Cancellation claims under respective contracts 
for 15 large combatant ships were settled equita¬ 
bly in 1946. This represented a major undertaking 
in accounting and inventory work because of vary¬ 
ing stages of completion at the time of cancellation 
and the great amount of material involved. 

Total employment of the Corporation has 
declined from 15,700 as of January, 1946, to 
approximately 6.000 as of February 1, 1947. This 













SPENCER HEATER DIVISION 


Production of residential and com¬ 
mercial heating units by Spencer 
Heater Division during the latter part 
of 1946 more than doubled the high¬ 
est rate of the best prewar year. 

This Division produces household steel boilers 
capable of using gas, oil or coal for fuel; magazine- 
type cast-iron boilers using small-size anthracite 
or coke; and an All-Purpose commercial steel 
boiler which uses any of these types of fuel. In 
addition, the foundry is producing a substantial 
quantity of automotive-type castings for other 
divisions of the Corporation, as well as for several 
outside manufacturers. 

Tests have been successfully completed on the 
new All-Purpose cast-iron boiler for household 
use. It will be placed into production soon in order 
that it may be marketed at the beginning of the 
heating season next fall. This boiler, which uses 
any ordinary type of fuel, will provide the Division 
with a more complete line of household heating 
equipment. 

All domestic-type boilers produced by this Divi¬ 
sion have been re-designed to conform with the 
revised code of the Steel Boiler Institute, and are 
among the first in the industry to be fully ap¬ 
proved. In addition, the entire line of cast-iron 
and steel boilers is built to conform to the boiler 
construction code of the American Society of 
Mechanical Engineers. 

A program of greater mechanization of this 
Division's plant facilities was begun during the 
war under an agreement with the Defense Plant 
Corporation. This work was halted temporarily 
with the termination of hostilities; however, it is 
now in the process of being completed on a scale 
larger than that called for by the original plan. 

Numerous improvements to the foundry are 
being made. These include new sand-handling 
equipment, conveyors, iron melting and pouring 
devices and other equipment which will help 
increase production. New machinery for the man- 



77m residential-type steam boiler is now in production. 



Fire tube holes being drilled btj a modem radial press. 


ufacture of cores also is being installed, such as 
blowers, baking ovens, conveyors and other pow¬ 
ered handling devices. These facilities are ex¬ 
pected to lower production costs and improve the 
quality of precision castings. 



















HORTON REPUBLIC 

MANUFACTURING AIRCRAFT PRODUCTS 
DIVISION DIVISION 
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Republic Aircraft Products Division 
is continuing the manufacture of hard¬ 
ened and ground precision aircraft 
engine and propeller parts, a field in 
which it established an outstanding 
reputation during the war. 

Production, however, has been seriously handi¬ 
capped by lack of materials. 

Purchase of a substantial quantity of additional 
equipment from the government has kept the 
Division in an excellent position to meet com¬ 
petition. Plans have also been made to extend its 
activities to include manufacture of precision 
parts for peacetime markets other than aviation. 

The Division is in a position to move rapidly 
into volume production as soon as conditions 
approach a more normal level. 

At left , final assembly of Horton automatic door operators. 
Below y final inspection on Republic s hard guide line. 


The Horton Manufacturing Division 
has begun operation of a modern plant 
at Circleville, O., devoted exclusively 
to the manufacture of automatic door 
operating equipment. 

The Division has been handicapped by a short¬ 
age of electric motors, but has been building 
up a backlog of door operator parts for future 
assembly. It is ready to operate at capacity levels 
as soon as motors are available. 


















Jig borers are used for high precision parts, 
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AVCO 

TOOL AND MACHINE 
DIVISION 


Avco Tool and Machine*s shaper department. 


The expenditure of over a half million 
dollars for new equipment during the 
past year has transformed the Avco 
Tool and Machine Division from a 
pilot plant to one of the most modern 
tool and die plants in the country. 


a 


Valve seat line in Republics new building. 


In addition to large dies, tools, jigs and fixtures, 
the Division manufactures special machines such 
as horizontal double-end drilling and boring 
machines, brake lining punching machines and 
winding machines. 

The Division holds a considerable backlog of 
orders from customers which include companies 
in the automotive, farm implement, kitchen equip¬ 
ment and home appliance industries. 

The Division also is manufacturing tools and 
dies for Avco and its subsidiaries. 

With the addition of a large Keller Machine, 
delivery of which is expected early this year, the 
Division will have equipment capable of handling 
unusually large jobs such as dies for automobile 
sheet metal parts. This demand will depend upon 
the automobile industry releasing new models for 
production. 





































THE AVIATION CORPORATION AND CONSOLIDATED SUBSIDIARIES 


Consolidated Balance Sheet 

AT NOVEMBER 30, 1946 

Assets 


Current Assets: 

Cash on hand and demand deposits (Note 2). 

U. S. Government securities, at cost (approximately market) . 

Accounts receivable: 

Trade . $6,893,741 

War contract termination claims.f. 1,888,669 

$8,782,410 

Less: Reserve for doubtful accounts. 186,789 

Federal tax refunds receivable under “carry-back” provisions of the tax law. 

Inventories, at the lower of cost or market: 

Finished goods $1,414,410 

Work in process. 3,336,544 

Raw materials and parts . 8,915,709 

Supplies . 686,275 

Total Current Assets. 


Investments, At or Below Cost (value based on market quotations — $14,750,177) (see accom¬ 
panying statement) . 

Non-Current Notes and Accounts Receivable (partly secured). 


Property, Plant and Equipment, at Cost (Note 3): 

Land.. $ 561,822 

Buildings and improvements. 7,548,372 

Machinery and equipment 10,206,018 

Furniture, fixtures, automobiles, etc. 1,213,377 

$19,529,589 

Less: Reserves for depreciation and amortization. 8,588,482 


Deferred Charges (prepaid taxes, insurance, etc.) 


$12,673,726 

8,366,796 


8,595,621 

1,875,000 


14,352,938 

$45,864,081 

10,553,328 

1,262,856 


10,941,107 

432,713 


$69,0.54,085 
Reference is made to 
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THE AVIATION CORPORATION AND CONSOLIDATED SUBSIDIARIES 


Consolidated Balance Sheet 
AT NOVEMBER 30, 1946 

Liabilities, Capital Stock and Surplus 


Current Liabilities: 

Accounts payable — trade .. 

Dividend payable December 20, 1946 on Common Stock. 

Federal income taxes and renegotiation refunds . 

Accrued salaries and wages. 

Accrued taxes, other than Federal income taxes. 

Miscellaneous accrued liabilities. 

Total Current Liabilities. 

Reserve for Product Warranty . 

$2.25 Cumulative Convertible Preferred Stock, Without Par Value 


(stated value $50 per share) (Note 4): Number of 

shares 

Authorized and originally issued 300,000 

Less: Converted into Common Stock . 28,913 

271,087 

Less: Purchased and held in treasury (to be retired).. 3,800 

Outstanding 267,287 


Preferred Stock, Without Par Value (series not yet designated): 

Authorized . 200,000 

Issued and outstanding . None 


Common Stock, Par Value $3 Per Share: 

Authorized . 10,000,000 

Issued (Note 2). 7,256,642 

Less: Held in treasury (to be retired upon approval 

by stockholders) . 643,218 

Outstanding (Note 2) . 6,613,424. 

Reserved: 

For conversion of $2.25 Cumulative Convertible Preferred Stock 

(Note 4) . 1,571,648 

For options to officers and supervisory executives (Note 5) . 412,126 

1,983,774 

Surplus (see accompanying statement): 

Capital (paid-in) surplus . $10,202,655 

Earned surplus since December 31, 1932 (Note 6). 7,612,672 


the accompanying notes. 


$ 4,567,088 
647,497 
9,751,787 
656,400 
964,564 
610,355 

$17,197,691 

836,445 


13,364,350 


19,840,272 


17,815,327 


$69,054,085 
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THE AVIATION CORPORATION AND CONSOLIDATED SUBSIDIARIES 


Statement of Investments 

AT NOVEMBER 30, 1946 



Number 

of 

shares 

owned 

Per cent 

of 

total 

issue 

Amount 
at which 
carried in 
balance sheet 
(at or 

below cost) 

Value based 
on market 
quotations 
at 

Nov. 30 . 1946 

Securities of Associated Companies (Note 7): 




(a) 

Consolidated Vultee Aircraft Corporation — 
common stock, par value $1 per share 

410,417 

26.14 

$ 5,299,013 

$ 6.464,068 

New York Shipbuilding Corporation — founders 
stock, par value $1 per share. 

103,700 

59.26(b) 

2,469,956 

1,192,550 

ACF-Brill Motors Company—common stock, par 
value $2.50 per share. 

5,275 

.55 

50,183 

$ 7,819,152 

48,794 

$ 7,705,412 

Other Security Investments: 





Pan American Airways Corporation — common 
stock, par value $2.50 per share 

366,954 

5.97 

$ 2,3.35,119 

$ 4,311,710 

American Airlines, Inc. — common stock, par 
value $1 per share. 

257,690 

3.99 

322,112 

2,448,055 

Roosevelt Field, Inc. — common stock, par value 
$5 per share . 

60,000 

19.96 

30,000 

285,000 

Miscellaneous. 



46,945 

(c) 


$ 2,7:34,176 $ 7,044.765 

$10,553,328 $14,750,177 


(a) Unrealized appreciation on investments, based on market quotations (which are not necessarily the amounts 
realizable on immediate sale), without reduction for Federal income taxes which would be payable in the 
event of sale, amounted to $4,196,849 at November 30, 1946 as compared with $35,603,549 at November 30, 
1945. The reduction in unrealized appreciation during the 1946 fiscal year resulted, in part, from the sale of 
211,(XX) shares of American Airlines, Inc. common stock ($5 par). 

(b) Equivalent to 20.74% of total equity stock, i.e., founders stock (voting) and participating stock (non-voting). 

(c) No quoted market value. 


Reference is made to the accompanying notes. 
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THE AVIATION CORPORATION AND CONSOLIDATED SUBSIDIARIES 


Statement of Consolidated Income 

FOR THE YEAR ENDED NOVEMBER 30, 1946 


Net sales . 

Cost of sales . 

Gross profit from sales 

Selling, general, and administrative expenses 


Other income: 

Dividends received (including $976,384 from associated companies — Note 7) $1,422,852 

Interest earned ... 334,313 

Miscellaneous . 245,(X)3 


Interest paid 


Provision for Federal income tax . $4,S(X),(XK) 

Less: Portion thereof applicable to extraordinary profit on sale of securities 

(see below) . 4,240,000 


Federal tax refunds resulting from “carry-back” provisions of the tax law 


Income before extraordinary profit on sale of securities. . 

Extraordinary profit on sale of American Airlines, Inc. Common Stock . $16,961,245 

Less: Applicable Federal income tax . 4,240,000 

Net income for the year ended November 30, 1946 (Note 6) . 


$52,781,267 
46,984,015 
$ 5,797,252 
7,086,010 
$(1,288,758) 


2,002,168 
$ 713,410 

189,316 
$ 524.094 


560,000 
$ (35,906) 

1,550,000 
$ 1,514.094 


12,721,245 

$14,235,339 


Provision for depreciation charged to income during the year amounted to $824,621. 
Reference is made to the accompanying notes. 
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THE AVIATION CORPORATION AND CONSOLIDATED SUBSIDIARIES 


Statement of Consolidated Surplus 

FOR THE YEAR ENDED NOVEMBER 30, 1946 


Capital (Paid-in) Surplus: 

Balance at November 30, 1945 . 

$ 6,150,284 * 

Add: 

Excess of stated value of 28,913 shares of $2.25 Cumulative Convertible Preferred Stock over par 
value of 170,008 shares of Common Stock into which converted 

Excess of stated value of 3,800 shares of $2.25 Cumulative Convertible Preferred Stock purchased 

over cost thereof. 

Excess of proceeds over par value of 3,833 shares of Common Stock issued on exercise of options ... 
Excess of value assigned ($8 per share) over par value of 645,237 shares of Common Stock issued 
for acquisition of minority interests in The Crosley Corporation, New Idea, Inc. and American 
Central Manufacturing Corporation (less expenses of $137,891 incidental thereto) (Note 1).... 

935,625 

15,516 

12,936 

3,088,294 

Balance at November 30, 1946. 

$10,202,655 

Earned Surplus Since December 31, 1932: 

Balance at November 30, 1945 . 

Add: 

Equity in undistributed earnings (from dates of acquisition to November 30, 1945) of The 
Crosley Corporation, New Idea, Inc. and American Central Manufacturing Corporation 

(Note 1) . 

Reversal of balance of reserve for postwar readjustment provided in prior years. 

$ 7,741,595 

565,638 

1,000,000 

Balance at November 30, 1945, as adjusted. 

Add: Net income for the year ended November 30,1946 (Note 6). 

$ 9,307,233 

14,235,339 

Deduct: 

Dividends: 

On Common Stock—20 cents per share. $ 1,239,188 

On $2.25 Cumulative Convertible Preferred Stock—$2.25 per share. 630,883 

$ 1,870,071 

Write-off of excess of cost of businesses acquired over book value of tangible 
assets (Note 1) . 14,059,829 

$23,542,572 

15,929,900 

Balance at November 30, 1946 (Note 6). 

$ 7.612,672 

Reference is made to the accompanying notes. 
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THE AVIATION CORPORATION AND CONSOLIDATED SUBSIDIARIES 


Notes to Financial Statements 


Note 1 : The following subsidiaries, which were not in¬ 
cluded in consolidation in the financial statements for 
the 1945 fiscal year, are included in consolidation in the 
accompanying financial statements for the 1946 fiscal 
year: 

The Crosley Corporation (percentage of ownership by 
The Aviation Corporation — 88.6% at November 30, 
1945; 90.8% at November 18, 1946 — thereafter oper¬ 
ated as a division of The Aviation Corporation) 
Crosley Broadcasting Corporation, Crosley Distributing 
Corporation and Carrollton Furniture Manufactur¬ 
ing Company (wholly-owned by The Crosley Cor¬ 
poration to November 18,1946 and thereafter wholly- 
owned by The Aviation Corporation) 

New Idea, Inc. (percentage of ownership by The Avia¬ 
tion Corporation—86.3% at November 30, 1945; 90.1% 
at November 19, 1946—thereafter operated as a divi¬ 
sion of The Aviation Corporation) 

American Central Manufacturing Corporation (per¬ 
centage of ownership by The Aviation Corporation- 
61.3% at November 30, 1945 and at November 20, 
1946—thereafter operated as a division of The Avia¬ 
tion Corporation) 

The Aviation Corporation acquired all the assets (ex¬ 
cept certain cash retained for payments to dissenting 
minority stockholders) and assumed all the liabilities 
of The Crosley Corporation, New Idea, Inc., and Ameri¬ 
can Central Manufacturing Corporation on November 
18,19 and 20,1946, respectively. The businesses of these 
former subsidiaries have thereafter been carried on as 
directly owned operating divisions of The Aviation 
Corporation. 

In these transactions The Aviation Corporation is¬ 
sued 1,288,455 shares of its common stock, to which a 
value of $8 per share was assigned by its Board of 
Directors. Of these shares, 643,218 were returned to it 
and are now held in treasury, and 645,237 were re¬ 
tained by the former subsidiaries for distribution to 
their minority stockholders. The value assigned to the 
latter shares plus The Aviation Corporation’s cost of its 
previous investments in these companies exceeded by 
$14,059,829 the book value of the net tangible assets 
received by The Aviation Corporation from these com¬ 
panies. Although this difference, representing primarily 


intangible assets of a permanent nature, is in the opinion 
of the management fully substantiated by present 
values, it has been charged off to earned surplus in ac¬ 
cordance with conservative accounting and financial 
practice. 

Note 2: Cash on hand and demand deposits include 
$1,100,000 received subsequent to November 30, 1946 
from the former subsidiaries mentioned in Note 1, and 
common stock issued and outstanding include 138,455 
shares issued subsequent to November 30, 1946 to such 
companies. The remaining cash held by these com¬ 
panies, which is not reflected in the accompanying con¬ 
solidated balance sheet, will ultimately be transferred 
to The Aviation Corporation to the extent it exceeds the 
amounts paid by these companies to their dissenting 
minority stockholders and for liquidation expenses. 
Such surplus cash (estimated at not more than 
$400,000) will reduce the excess cost charged to earned 
surplus as explained in Note 1 and, accordingly, will be 
credited to earned surplus on receipt thereof. 

Note 3 : Property, plant and equipment acquired in No¬ 
vember 1946 from The Crosley Corporation, New Idea, 
Inc. and American Central Manufacturing Corpora¬ 
tion (see Note 1) have been stated at the cost thereof 
to such former subsidiaries. The applicable reserves for 
depreciation and amortization have also been stated at 
the amount provided by these companies. 

Property, plant and equipment and reserves for de¬ 
preciation and amortization at November 30, 1946 in¬ 
clude approximately $2,500,000 in respect of emer¬ 
gency facilities acquired for war production which are 
fully reserved for as the result of accelerated amortiza¬ 
tion provided during 1945 and prior years but which 
are being used in postwar business. 

In the opinion of the management the property, plant 
and equipment is carried conservatively in the balance 
sheet and does not reflect present replacement or 
realizable value. 

Note 4: The $2.25 Cumulative Convertible Preferred 
Stock is convertible, at the holder’s option, into common 
stock in the basic conversion ratio of 5.88 shares of 
common stock for each share of preferred stock. The 
preferred stock is entitled in the event of redemption 
during the fiscal year 1947 to $55 per share, during the 
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fiscal years 1948 and 1949 to $54 per share, during the 
fiscal years 1950 and 1951 to $53 per share, during the 
fiscal year 1952 to $52 per share, during the fiscal year 
1953 to $51 per share or if such redemption occurs there¬ 
after to $50 per share, in each case plus accrued divi¬ 
dends. The preferred stock is entitled in the event of 
voluntary liquidation to the redemption price or in the 
event of involuntary liquidation to $50 per share plus 
accrued dividends. 


Note 5: The following options on common stock were 
outstanding at November 30, 1946: 


Number of Shares 

75,000 

41,792(*) 

201,667 

45,000 

25,000 

388,459 


Option Price 

$5.75 

5.945 

6,375 

8.69 

8.69 


Present 

Expiration Date 

December 31, 1947 
December 31, 1947 
May 8, 1948 
October 19, 1948 
February 9, 1949 


(*) These options resulted from the assumption by 
The Aviation Corporation of American Central 
Manufacturing Corporation common stock options 
outstanding on November 20, 1946. (See Note 1) 

In addition, 23,667 shares of common stock are re¬ 
served for options which may hereafter be granted by 
the Board of Directors. 

Note 6: In January 1947 two “portal-to-portal” retro¬ 
active pay suits against The Aviation Corporation and 
a consolidated subsidiary were filed on behalf of cer¬ 
tain employees claiming unpaid wages and liquidated 
damages in amounts aggregating not less than 
$4,400,000, and similar suits may be commenced by 
other employees. No reserve has been provided for such 
suits as it is impossible, pending disposition by the Con¬ 
gress and the Courts of the vast claims currently being 
filed against industry in general, to forecast the ultimate 
liability, if any, that may result therefrom. 


Note 7: The associated companies listed in the accompanying Statement of Investments are not included in con¬ 
solidation in the accompanying financial statements. The following information is submitted in regard to The 
Aviation Corporation’s equity in these companies: 



Equity in 
net earnings 
(losses) 
for 1946 
fiscal year 

Dividends 
received 
during 1946 
fiscal year 

Equity in 
undistributed 
earnings 
since 
date of 
acquisition 

Equity in 
net assets 
(at book value) 
at end 
of 1946 
fiscal year 

Consolidated Vultee Aircraft Corpora¬ 
tion (b) . 

$(971,013) 

$820,834 

$ 8,056,416 

(a) 

$14,029,283 

New York Shipbuilding Corporation (c).. 

208,709 

155,550 

2,169,486 

3,562,690 

ACF-Brill Motors Company (c). 

(10,826) 

— 

(10,826) 

44,567 


$(773,130) 

$976,384 

$10,215,076 

$17,636,540 


(a) Subject to such adjustment, if any, as may result from final settlement of the “portal-to-portal” pay issue. 

(b) Data shown for Consolidated Vultee Aircraft Corporation include its equity (47.7%) in ACF-Brill Motors 
Company, based on preliminary unaudited statements of the latter for the eleven months ended November 
30,1946. 

(c) Data based on preliminary unaudited statements for the eleven months ended November 30, 1946. 
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Accountants and Auditors 
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To the Board of Directors and Stockholders 
The Aviation Corporation: 

We have examined the consolidated balance sheet of The Aviation Corporation 
and Consolidated Subsidiaries at November 30,1946 and the statements of consoli¬ 
dated income and surplus for the year then ended, have reviewed the system of 
internal control and the accounting procedures of the Companies and, without 
making a detailed audit of the transactions, have examined or tested accounting 
records of the Companies and other supporting evidence, by methods and to the 
extent we deemed appropriate. Our examination was made in accordance with 
generally accepted auditing standards applicable in the circumstances and included 
all procedures which we considered necessary. 

In our opinion, the accompanying consolidated balance sheet and statements 
of consolidated income and surplus present fairly the position of The Aviation 
Corporation and Consolidated Subsidiaries at November 30, 1946 and the results 
of their operations for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year, 
except for the inclusion in consolidation of subsidiaries not previously consolidated 
(see Note 1), which change we approve. 


Arthur Young & Company 


New York, N. Y. 
January 31, 1947 
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